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Ready for now. Prepared for what’s next.

WORKING THE WAY PHYSICIANS DO.

At Cerner, we are developing solutions designed with physicians

in mind so they can focus on people, not technology. Solutions that
are fast, easy and smart. Just what the doctor ordered.

KNOW ME. ENGAGE ME. IMPROVE THE QUALITY OF MY LIFE.
That’s our philosophy. Together with our clients, we are creating a
future where the health system works to improve the health of
individual people—and entire populations.

A HEALTHY SYSTEM.

Our solutions allow our clients to accomplish their day-to-day
revenue management, streamline an individual’s data and improve
key business measures. Helpful, essential tools that work for today
and think for tomorrow.

HOME. CLINIC. HOSPITAL. REHAB.

People are on the move and their health records should be, too.
We’re designing our solutions to connect data across venues and
the care continuum, helping systems be their most efficient,

so health and care are wherever people are.

A STEP AHEAD.

Digitizing data records was just the beginning. Today we’re focused
on building intelligence into systems, giving care teams the right
information at the right time.

PARTNERING FOR BETTER HEALTH.

With our clients, we’re giving members the opportunity to interact
with the health system in a new way. It's about raising the bar

for organizations and people alike, to realize benefits that match
their individual needs.

BECAUSE IT’S PERSONAL.

At Cerner, we know the work we do makes a difference in the lives
of physicians, nurses, parents, children and friends. And health will
get even more personal as we unlock the human genome. That’s why
we’re working with our clients to create personalized experiences
that reflect real life.
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2012 was another very successful year for Cerner. We delivered outstanding bookings, revenue, earnings and
cash flow growth, with this growth coming from expanding relationships with existing clients and record levels
of bookings from new clients. -We will- share some highlights in the next section. On the U.S. side, our client
base made great progress in their march toward Meaningful Use, but even more exciting were the clients who
are looking to a future beyond Meaningful Use as the largest industry in the economy digitizes its content at a
fairly rapid pace.

In the broadest of economic contexts, health care spending is 6n an unsustainable path. Inthe U.S., we
currently spend more than one out of every six dollars on health care. By 2020, it will be one out of every five
dollars. t's not inherently wrong for wealthy nations to want to spend an increasing amount of their weaith on
things that give vitality and life span, but that is not what is going on here. Instead we are seeing fundamental
issues in demand driven by shifts in demographics and evolution of sciences, incentives that promote volume
without addressing epidemics of chronic diseases. If we took every single federal tax dollar collected in the
United States in 2012—all 2.45 trillion of them—and spent them all on health care, without a penny for defense,
education, roads or other expenses, it would still not pay our 2012 health care bills, which topped $2.8 trillion!
The problem is the same in every country we visit. Nations that spend more and more on health care are faced
with the same dilemma~how to finance the increases and stop the trend.

Health care is in for a staggering amount of change and challenge over the rest of this decade as stakeholders
look for ways to take costs out of the system. In'the U.S., based on the reform passedin 2009, there are highly
visible changes programmed into how the so-called “system” works for the remaining part of the decade. In
reality, management teams all around the world have the-same view. It will be a-hard period for health care
delivery systems, but health care is too important—and too big=tofail. Our clients worldwide sense the change
coming from seemingly all directions.

While this may be a disheartening reality for many, it spells opportunity at the intersection of health care and
information technology. Looking at Cerner’s identity and mission statement, we are a global health company
contributing to the systemic improvement of health care delivery and the health of communities. In early 2013,
Citi released a list of World Champions, 50 sector-leading stocks selected because of their similarity to stocks
that have “served investors well during previous lost decades arolund theworld.” Cerner was selected as “the
only company executing the healthcare technology business ona global scale.” We exist to create solutions that
help health system stakeholders—of all sizes—bend the cost curve for providing care and improve outcomes.
And as you will see in this note, promoting and safeguarding health is a big and increasing part of what we do.

We would like to use the rest of this note to highlight our performance in 2012, our progress on important
initiatives, some marketplace observations and our plans for the future: We would also like to share a little
about our leadership team and the culture that continue to make Cernerspecial after 33 years inhealth IT.

Before we start, a little anecdote and a greeting. Historically, [ (Neal) have put some time and thought into
writing this letter. Perhaps it is because | am a big fan of the GE/Welch letters from the 1990s and the Buffett
letters from any year. Butaside from a smattering of emails | get from friendly retirees and investors, am never
really sure who reads our letters. Not long ago, a Cerner business development executive told me of a meeting
he-had with-a-Chinese EMR company. During:the meeting; he noted-aloud: that-one of their slides looked
similar to something from our annual report. The CEO of the Chinese company said, "lt-should. The Cerner
annual report is the bible for health care IT in China. Everyone in Chingse HCIT reads it eagerly each year when
it comes out.” Now, apart from giving me slight pause to consider the issue of intellectual property rights, this
story confirmed the global relevance of our business and also helped me to momentarily feel, if not like the
Sage of Omaha, then at least like the Sage of Rockcreek Parkway (our address in Kansas City). Hello, China.

SHAREHOLDER LETTER -
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s Bookings were up fi,i:» mmﬁmt m&&l&b;ﬂmm,

s Revenue was up 24 percent 1o $2.67 billion

«Our total revenue backlog s $7.27 Dbillion,
consisting of $6.53 billion of contract backlog and
E7 38 mulion of support and malntenance backlog,

» Diluted eamings per share were up 28 percent
to $2:26.

« We achisved: cash collections of $2.74 billior
driving operating cash-flow of $708 million.

= Free cash flow was up 18 percentfor theyearto a
record $425 million.

«We slosid the year with- $4.5 billion in cash and
investimerisonthe balance sheet, and low.debt.

« We pontinued to have great success at gaining
marketshare, with 30 percent of bookingscoming
fromy outaide of our Cermer Millennium instatled
hasein 2012, This follows a strong year of sh am
ga:rzf% i 2084 and when youlook at- 20141 4

2012 combined, our bookings Trom new ¢li zgma
are approximatsly equal o new client bookings
for the prioy four years.

&

We added 30 new fully paperiess HIMES: Analytics
Stage 7 hospitals during the year, outdoing our
closest compatitorby a factorof three. Only L8
peroentof U8 hospitals have reached this level
of EMF adoption. To date more than 200 Cemer
plients have reached Stage 6 or 7, which are
the highest levels in the industry-standard-EMR
Adoption Model.

2

Likewise, we proved our global reputation by
distanicing -our-lead in g,a}bal clients that have
attained HIMSS Stage 6 or 7 levels of adoption,
We are the only HIT supplier. with Stage 6:.or 7
hospitals i Europe, North and Bouth America,
the Middle East and Asia

Oklahoma

* We added almost 2,000 net new associ fﬂ‘{f’h o
our workf’mce:‘ in 2012, and uurrem:iy hav@ m m :
than 12,000 associates around the world,

o We peared completion on thefirst of two nine-story
fowers being built onour newest campus in Kansas
Oty Kansas: “Whernropen, the Cortinuous Campus

will futhil the purpose its name implies, stpporting
the 24chotra-day, 365 day-peryear contintious
erwironment in which health care e@@rat% The
CemerWorks-and [TWorks organizations will be the
core associate groupsin residence.

For three consecutive years, Cernerhas outshined
other health (T .suppliers to earn top standing
in. Black Book. Rankings lists of top Inpatient
slectronic health records.

inpabient Hogpl

Cernerrecs]

Cerher seored top in 11 out 0f 18 categories.

Black Book collected data on 18 performance
areas from more than 16,000 validated EMR
Users nationwide. Each response was audited by
ane Black Book and two independent auditors.

Cérnergogs
funding Chicaga e
S CAE ST miifian of revénue

149 gssociates




Externally,Cerner-had a year-of high visibility,  with
Neal featured onthe April 2042 cover of Forbes and
called out-as fourth on their list of “America’s ‘Best
CEOs.” In September, Forbes ranked: Cerner 14th in
the world and 8th in the U.S. on its lists of the “Most
Innovative- Companies.” This type of attention, while
creating bragging opportunities for our mothers,
means little-in the continuous reality-of business. As
a team, we realize that anyvalidation we receive today
is-actually for our past-accomplishments.” And-evenin
a great year, we can make plenty of mistakes. Intruth,
there I8 no way to-adequately measure a company's
success inthe present of doing the things required to
be successfulin the future: Time alone will be thefinal
judge. That doesn't mean we don't:try to measure.
In-an-effort to keep ourselves.on track to:deliver the
future; each year we come up with a list of essential
goals we call our imperatives. The next section is:a
review of our:progress ir-achieving our self<imposed
imperatives for future growth.

OUR PROGRESS: HEADWAY ON KEY INITIATIVES

Inlastyear’s letter, we discussed three focused, near-
term corporate imperatives for Cerner: supporting our
clients in Meaningful Use, -creating a new standard
for-physician productivity and advancing-our work. in
population health. We made outstanding progress on
all three in 2012.

MEANINGFUL USE: A CADENCE MOVING
HEALTH CARE FORWARD IN THE U.S.

Prior to 2009, adoption of health IT was moving
ahead nicely, albeit without a tremendous amount of
pressure. ~Organizations deliberated about ‘when to
adopt IT the same way some couples deliberate about
when to have a first child. It wasn't a matter of if,
but when. Then, triggered by the $35 billion HITECH
legislation in 2009, the entire health care industry
sprang into motion with a new urgency, new narrative

Cerner listed as one of Inc. magazine's Reveiiues surpass $50 million

100 fastest-growing companies

and.a newly: synchronized cadence. ‘With:both carrot
and- stick  incentives in play, terms like Meaningful
Use 1,72 and 3 became major drivers. Health care
organizations of any scale or ambition set out to grab
the rewards and avoid the penalties. Many of them
had to “true up” wishful views: of their IT plans with
reality so they could move-forward. The less urgent
were  suddenly looking for ways to catch up with
earlier adopters, From the federal side, there were
phased plans outlining the path forward, with clear
measurables for everyone to achieve, including. the
health 1T companies. From a solution perspective, we
were very well positioned, but there were still small
changes needed to support Stage 1, and our clients
would. need to get on the current.code release. 2012
was a critical year,

In-ourletter last year, we said that, by the end of 2012,
we expected more than 85 percent of eligible Cerner
hospitals to have attested to-Meaningful Use of a
certified EHR and to have received Meaningful Use
Stage 1 incentive payments. We ended the year with
86 percent of our clients attested or in process.

Stages 2 and 3 are defined but are still to come. The
rest of the decade will be an exciting time.

A MESSAGE ABOUT INTEROPERABILITY

Imagine a world where iPhones; Blackberrys, Androids
and your AT&T landlines can’t place calls to one
another, and you will get a pretty good idea of what
has been going on in health 1T over the past few
decades. Without systems interoperability, fragments
of people’s health information get stranded as they
move from one care provider to another. After years
of industry discussion and a mouthful of initiatives
like HL7, CCHIT, CHIN, RHIO and HIE, unfortunately
we still have medical staff standing over fax machines
and cancer patients and their family members hauling
printed: copies of their medical records around in
shopping bags from one organization to another, it's

2 for 1 stock split (Mareh 1}

2 for 1.stock split (May 12)
CefnérVision Center opens

Revenues surpass $100 million
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trues ve carded the bags. Ethically, it's indefensible.
Wi areniow ata setions crossroadsinthe inited States
prrereating the level of seamless-interoperability that
willhe sgsential for-every American to-aptess their
Baslthdnformationsand: for the-information o e
avatlable to Bealth care providers across. the health
syatem- i short truedatatiquidity.

Thereds no denving the inherent compléxity of making
Health data - folly end safely interoperable,  The
ssitive part of the story is the degree of movement
that nas oocurred In the g;;a%t few years and the
fairly rapid development of standards that define
the key shructures for trangmit’{ ing ‘and.receiving
saith intormation. Stage 1 of Meaningful Use was
largely about establishing a baseling of electronic

medical records: Stages 2 and 3 will focus on brogder
adoption of EMRs and increasingly on interoperability
and outcomes: in 2012, we made great progress in
advancing intetoperability:

One of the biggest steps forward was creating the
ability to “push” health information from. point to
point with the Direct protocol.  The contributions
of two of our associates really stand out and help
1% story - Dr. David McGallie; dr., our SYP: of
ol Informatics. has done a remarkable job as
’s reprasentative on the ONC's HiT Standards
Com ﬁ;i%!“ Hig ﬁeugﬁ% | leadership has contribited
10t 0 sly to-much-needed standards work, but also to
%%3{ developmentof -a simplified, scalable; internet-
mased imteroperability strategy that was embraced.by
the *’)ﬁf & of the National Coordinator as the basis for
the Dirett Project. Launched.in 2010, Direct relies.on

oe pode contributions to.create a system
that . supports  preliminary. exchanging of - health
information. - Cerner Principle-Architect Greg Meyer
hag beerinstrumentalin getting Direct off the ground,
pomtributing more than 50,000 lings of open source
code fo the collaboration. Use of Diréct as a channe!

off this
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for-data %?saz"'%g witl-be.required in Meaningful Use
Thanks, David-and Greg.

Stage 2

[

A glant historical barrier to full and fluid interoperability
has beenthe lack of 4 systematic method of identifying
individuals inthe United States. In our phong example,
it would: be like trying to make phone calls without
havingphone numbers. - Without correct: identity
management, large-scale interchange of records can
actually lead: to- mismatched data and new sources
of efror (This was something we confirmed when we
ard othied HiT sunpliers paid RAND 10 study-the issue
in- 2005 The concept of @ national patient 1D was
embedded: in the original HIPAA legislation of 1996,
but it hecame a political hot potato that passed from
administration to administration. infact itis now 80
unpipular that the Department of Health and Human
Services s expressly forbidden by legislation from
solving the problem:publicly, preferring that pri vate
industry solveit instead. Despite the fact that we
have three stages of Meaningful Use marshaling the
providers toward interoperability, this central issue of
interoperability has remained unaddressed.

To address it, in March 2013, Cerner and four other
health-. T . companies—McKesson, . .athenahealth,
Greenway Medical and Allscripts—joined together to
Eanch ComrmonWell Health Alliance, anopen, nonprofit
industry consortiur founded on the idea that patients
and their care providers should be able 1o access thelr
nealth information regardiess of where care occurs.-A
central plece of CommonWell is an agreement o use
a standards-based, cloud-based identity management
service to help ensure correct identity and 10 manage
consent and keep track of the locations of your record.
The EMR suppliers who launched  CommonWell
represent an estimated 40 percent of all U.S. hospitals
and 25 percent of U8, physician: offices. We are
actively recruiting other heaith 1T companies to- join,
and we look forward to validating the concept through
pilots conducted this yeat:

This needs to happen for our health care “system”
to become a real system. U is a special time when
companies that compete with each other come
together to create the missing link.




PHYSICIAN EXPERIENCE

In past decades, | (Neal) used to hold up a pen
and call it the most dangerous medical device ever
invented. Its danger came not only from the threat of
ilegibility, but also from what the pen was tethered
to—a single human mind and memory. | learned
quickly that doctors love their pens and don’t want to
give them up. And, although it has been my calling
in life to get them to do just that, a part of me has
never completely blamed them for holding on. “After
all, physicians are busy people. They face a lot of
constraints and demands. .In-health IT, we ask them to
give up their pens and face realities like CPOE, online
medication reconciliation; online documentation, ICD-
10 diagnosis and procedure coding and Meaningful
Use.. We ask them to spend less time looking at their
patients and -more time staring at screens. . In.a fee-
for-service world, time is money, and any impact to
productivity is keenly felt.

In 30 years of making health IT software, | have always
been confident that what we offer in exchange is safer
and smarter than the pen. But up until a few vyears
ago, | never thought that we could make something
faster and easier to use than a pen.

But times and technologies are changing. In late
2011, we made a commitment in front of our clients
to create a new standard of physician experience
and productivity in the health IT industry. We formed
a Physician Experience team to examine everything
from the way we design and implement applications
to the way practicing physicians use them, bothon the
traditional desktop-and in lighter, more mobile devices.

That's where PowerChart Touch™ and Millennium+"
come in. With a few swipes across a smooth iPad or
phone screen, physicians can follow a workflow built
for them and access the precise information they need.
Best of all, they once again engage their patients face
to face. Pen, eat your heart out. Inone short year, we
created the platform and had 13 ambulatory clients live
on PowerChart Touch. This year, we will move to inpatient

and begin to turn out specialty-specific apps. We plan to
deploy-itacross much of the client base in 204.3.

Two ‘decades ago, we made health care smarter.
This decade, we're still making it smarter, but we're
also making it faster and easier. If we succeed, the
marketplace will thank us.

POPULATION HEALTH

As nations experiment with new outcomes-focused
payment incentives, providers will be forced to take
on- additional risk. According to the 2012 National
Physicians Survey, 20 percent of physicians are
already in discussions to join or form Accountable
Care Organizations  (ACOs}) These - -providers
need powerful strategies and systems for staying
profitable while delivering better-health outcomes.for
the populations they serve. Population health is the
objective at the heart of all ACOs. In our 2014 annual
report, we stated that we would “develop the system
capabilities to manage the health of a population.”

Cerner's definition of population health'is broad and
robust. Over the past couple of years, our grasp of
population health management requirements has
driven the extension of ‘our core EMR architecture
to the cloud in our Healthe Intent™ platform. While
the EMR will ‘remain essential to the practice of
medicine, ' is not the ideal tool for managing the
health.of populations. Rather, the EMR will feed
a new.layer that collects.and analyzes data.from
multiple . sources-—multiple . EMRs, claims sent to
and. from insurance companies, pharmacy. henefit
management: and enroliment. data, information
collected from the community, from personal devices
and the home. In 2012, we made great progress in
building that new layer,

Cerner’'s development approach is to work in tight
partnerships with progressive clients whoare already
walking the path of accountable care. The true
challenge for these organizations comes when their

4,000 assoviates Cerner and Atos Origin awarded UK. Cernar celebrates 25th annlvérsary Revenues surpass $1 sillion
National Health Services Choose

. Cerner ranks third among software
and Book contract :

companias in The Wall Streer Joumal's
Top 50 Returns over a five-year period

Cerner signs sontraet with Fujitsu for southern

5,000 associates

Nearly 7,000 associates
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initial programs are successful “How do‘they grow  migrant workers. In Canada, the Vancouver isltand
and manage multiple programs at seate matching Health Authority has moved beyond digitizing health
resources to demands, staying ahead of zip code  care institutions to seeking to use technology to
gompatitors;: gatting reimbursed and dwmmmmtmg create integrated care for-all its residents. Because
yalue? 1 s a-systems problem. that requires a we are Thinking the bigger thought, | am confident
systems solution. That is whers we come:in. that our population health solutions. will provide the
platform on which health systems around the world
can. . realize thm gseai of continuously improving
health and care in.a manner that s sustainable for
the future

We have announced two malor agréements with

Aovooate Healih Care, a large inlegrated delivery

systermn in the Chicago area, within the past 12

months. Lmust brag onthem a bit Theywere the
Honeers i Ci*mga I integration in the last decade;

in-today's narrative, they are an Accountable Care MARKETPLACE OBSERVATIONS

Organization. 0f the 250 AGOs created in the U8 e .

i the past 15 months, Advocate is the largest one. Competition is great. . It makes everything better fast,

i . i and clients reap the benefits,
With Advocate, our first agreement “was 1o -work

topetherto build effective models and algorithmsthat neach era of ourexistence as a company, we seem
changethe cost and qualityof caré in populations. The 10 have one major head-to-head competitor. When we
second was to automate the workflow of population  first started out doing lab systems, it was Sunquest.
Health management. At the heart of the system  1hen, as.we grew and expanded, it became Shared
i& the conversion of complex processes covering a Medical Systems, then HBOC and Eclipsys. While very
network of doctors, other providers, hospitals, home  tough and even dominant. rivals in theirtime; those
health, nursing homes, pharmacies, ete,, into simple; companies all failed to prepare for the futute and have
rulessbased health management programs, and the now-been sold-and-are part of the distant landscape
hand off of this work to the most appropriate venye.  Of health IT. Competitive battles tend to be. bitterly
This deseription is & bit ahstract, but abstraction is  fought over who is best in the present, but over time,
necessary inside this form- of communication; W@ it is whoever can navigate the present and build the
are extremely pleased with-our pw’fm%h pandthin future that wins.

itis the beginning of something veryimportant, We clearly have our faceoff in this era, and of course
Eyerywhere 1 travel and Cerner reaches;,  we s a strong competitor.. Qur. combined client bases
ericounter fiealth systems with the sarme triad of  Make up.nearly 50 percent of large hospitals in the
shallenges: improving population health, improving Y-S and. we are both gaining market share at the
the “expérience of “providing and ‘receiving care, expense of the rest of thefield: Thereare fundamental
and reducing per capita costs, Our HIMSS Level 7 differences in platforms, in technologies and in short
hospitalin Denia, Spain, which | visited in September,  and longterm value propositions for clients. As the
is by any definition an ACO: they are paid a per capita  decade plays out, we believe there will be big turns
fee to care for a population, and they succeed or fail ~ ahead for them in technology investment, business
ased on theirability to keep people healthyand tregt  Model and leadership succession.

themeficlentlv. intheMiddle BEast the governments Leadership and governance structure are definitely
who are our clients want to know how to care for 4 differentiator for-us. - Our competitor is a private
a.population. where 75 percent-of the adults -are  company, essentially a family: business. . They sell

er [TWorks™ cordratts

n Frarce

Opsind e Glinte gt World Signed first clients i Spain and Egypt; dpened office

5
Hoddouarters in Dublin, Irekand ”‘W'”g Of W’“Wyfm fealth in

United Arab £m

sad acquisition of IMO Heaith Care

Acquired Etraby Computer Gompany
{retalt pharmacy solutions)

Sigried first hosted client in France ¢ elignts connect with MHS and COC o fight
o SRR R d of influenza

Signed first chient in Latin America
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hard the value of being private; as:though having
shareholders is a bad thing. In truth, they do have
a really big shareholder, a single individual, Anyone
who has followed Cerner's track record will know that
we always take a long-range view, and we do what is
right for our clients and the future of health care—this
has, in turn, led to strong returns for our shareholders.
Our structure as a public company with transparent
governance and succession is something that our
clients appreciate; many say they rest easier knowing
Cerner will be around for the long haul. Al three
cofounders—myself, Cliff and Paul—are all still active
i our company, surrounded by:a world class team and
a Board of Directors who actively think about Cerner’s
longevity and the succession of leadership at the top
of the company. When it's time to change leadership,
the only hard choice will be how to pick among so much
talent. Decades ago, Cliff articulated that we needed
to be a company with a vision rather than a company
with a visionary. Listening to discussions in Cabinet
meetings, our name for the executive committee that
runs Cerner, we are there.

Cerner is a strong company with an amazing record
of double-digit organic growth over more than three
decades. We have a modern architecture, transparent
governance, a strong balance sheet, a formidable
performance record, predictability around cost and
exceptionally strong leaders. We love competition, and
we will never let competitive gaps stand unaddressed
for long. We make the biggest R&D investment in the
industry and are adding almost 1,000 associates to
what is already the largest R&D organization-in.the
industry. Most importantly, we will always focus on
the future of health care. This is not a sprint; it's a
marathon. And we are here to win the race. We like
our chances.

OUR PLANS FOR 2013 AND BEYOND

We wake up every morning at the intersection of
health care and information technology. Information
technology is a fast-changing, highly complex force
that Has become nearly ubiquitous in society, providing
communication,  automation, information and
entertainment experiences to young and old. Health
care s a fast-changing, highly complex essential
service rooted in intricate human biology and provided
by & massive network of organizations; in execution, it
touches every member of society. When health care
fails, the results are devastating. We all need health
care, and we need it to improve. 1t is too important to
stay the same,

Itis hard to imagine a more dynamic, more information-
driven intersection in which to exist as a company.
Over many decades, even when we were the smallest
of small-caps, we watched the biggest names in tech
get attracted to our industry because of its undeniable
essentiality, only to be repelled after a time by its
complexity. For those of us who remain in health IT,
what we do is hard, complex and ambiguous at best.
Most days it does truly feel like a cockpit of a fighter jet,
and we are both firing and taking fire. Itis never boring.

We have some very strong beliefs on how we approach
the enormous responsibilities and . opportunities of
being Cerner.. It starts with actively managing two
timeframes: the present-and future. The present has
tremendous- press